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defined. The interior banking business of the country was in
the hands of the new joint-stock banks and the old private
banks. The exchange banks, with deposit business overseas,
formed a channel through which bills drawn to finance inter-
national trade came to London. The bill brokers or discount
houses bought these bills and either held them or sold them
to banks which wanted bills. The merchant bankers accepted
bills for their oversea clients and so enabled a further contingent
to be added to the supply of sterling bills.

The issuing business of the merchant bankers was more
closely related to the Stock Exchange than to the banking
system, though as an organization it has always been kept
separate from that of the Stock Exchange. The stock-jobbers
confined themselves to their essential function of making a market
in stocks and shares. According to the practice of the Stock
Exchange, they would quote buying and selling prices and stand
ready either to buy or to sell when approached by a broker on
behalf of a client. It was only somewhat later that the system
of 'underwriting' new issues, or guaranteeing them against
insufficient subscriptions from the investing public, grew up.
And then the underwriting was done by a miscellaneous assort-
ment of City men with money (or credit) to spare, among whom
stock-jobbers were not particularly prominent. Each issuing
house would have its clientele of underwriters, who would bind
themselves each to take an assigned proportion of so much of a
new flotation as was not successfully disposed of to the public.
The underwriters were remunerated by a commission, a small
percentage, which they received whether they had to take any
of the flotation or not. In case of a successful issue their money
was easily earned, but in consideration of these opportunities
they were expected to participate in the more uncertain flota-
tions of their patron.

The year 1857 saw another severe crisis. While the crisis of
1847 originated in England, that of 1857 originated abroad.
Railway development in the United States had been financed
in the first instance by foreign capital and mainly by British.
But it had outstripped these resources and had come to depend